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SUMMARY 


The Greek economy in 1972 seems likely to continue the momen- 
tum maintained during the past two decades. A real GNP growth 
rate of over 7 percent was reached again in 1971 amid relative 
price stability. Per capita GNP reached the $1000 mark. 
Invisible earnings soared, causing the current account deficit 
to decline, despite a disappointing year for Greek exports. 
Record capital inflows raised total official assets of gold 
and convertible foreign exchange to $503 million. Although 
debt service repayment schedules have continued to rise quite 
rapidly, Greece is now receiving more long term bank loans 

and IBRD financing. 


Imports from the United States rose considerably above the 
previous year's levels, but the overall bilateral balance of 
payments deteriorated further at the expense of the United 
States. The bulk of Greece's trade, as an EEC associate 
member, is with the Common Market, but the realignment of 
currencies makes U.S. goods more attractive to Greek buyers. 
With flexible financing, an aggressive campaign, and certain 
structural changes in our export programs, 1972 could witness 
the beginning of a resurgence in U.S. sales to Greece. Mean- 
while, opportunities for U.S. investors continue to abound. 
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A. CURRENT ECONOMIC SITUATION AND TRENDS 


1. Steady Growth Continues 


Strong overall economic growth was again recorded in 
1971. Substantial increases in invisible earnings, power, 
mining and construction, as well as an expansionary budget 
contributed to a 7.6 percent GNP growth (factor cost, constant 
prices)*. Secondary production rose 10 percent, while ser- 
vices and agricultural output increased 8 percent and 3 percent 
respectively. Greek authorities foresee an 8 percent real GNP 
growth in 1972, which would maintain the 7.5 to 8 percent real 
growth achieved during the past three years and closely approx- 
imate the goal of the Five Year Plan. 


Gross fixed investment (excluding ships) rose 10.4 
percent, as compared with 6.9 percent in 1970, and reflected 
heavy governmental infrastructure investment. Spurred by a 
20 percent rise in planned state investment expenditures, 
overall investment in 1972 should increase about 14 percent. 
Residential construction recovered during 1971 in response to 
the substantial inflow of foreign exchange (from Greek emi- 
grants and seamen overseas) and higher credit levels. Total 
consumption at constant prices rose 5.5 percent. 


Entering the 1970's, Greece from a development view- 
point was favored by a low population growth rate (0.4 percent 
p.a.) which helped to avoid chronic unemployment, permitted 
per capita GNP to rise from $378 in 1960 to $1000 in 1971 
and was still sufficient to fuel domestic industrial expansion 
and to supply emigrant labor (along with valuable remittances 
for Greece) to the labor-poor industrial areas of Europe, 
particularly West Germany. In 1971, however, there was some 
concern at the emergence of sectoral shortages of skilled and 
even of unskilled labor, which seemed sure to increase, although 
permanent emigration began to slow down somewhat during 1971. 
At the time of writing, however, labor rates (average daily 
industrial wage $6.00) are still low in comparison with other 
European countries, time lost from strikes is virtually nil, 
and the Greek worker has a reputation for dependability and 
adaptability. 


* GNP at market prices (current prices) during 1971 amounted 
to an estimated $10,684 million, a 12.0 percent increase 
over the previous year. Attached statistical tables 
contain various GNP and per capita income definitions. 


<<. 


2. Invisible Receipts Counteract Widened Trade Gap 


The Greek balance of payments for 1971 was highlighted 
by a further deterioration in the trade balance, record in- 
visible earnings and a dramatic increase in official assets. 
Growing demand for consumer and capital goods and higher 
petroleum costs pushed imports up 11 percent whereas exports 
grew only 3 percent, a reflection of the nearly complete halt 
in nickel exports. The benefits of EEC associate membership, 
in the form of duty-free entry of Greek manufactured items 
into the Common Market, were to some extent offset by the 
impact on some Greek agricultural products, notably wine and 
tobacco, of EEC gate levies and subsidies. Nevertheless, the 
sharp rise in invisible earnings substantially offset the 
wide trade gap, so that the current account deficit improved 
somewhat over 1970. Sizeable capital inflows, mostly supplier 
credits and private deposits, prompted a dramatic rise in 
foreign exchange reserves. At the end of 1971 official assets 
of gold and convertible foreign exchange were at an all time 
high of $503 million, * 


Since August 1971 the drachma has been tied to the 
U.S. dollar--this, in effect, has meant a devaluation relative 
to the currencies of Greece's major trading partners. The 
balance of payments effects are likely to be mixed. On the 
one hand, demand for, and supply of, Greek exports are apt to 
be relatively inelastic, whereas demand for imports seems 
sure to remain strong since investment has a large import 
content, liquidity is high, and demand for imported consumer 
goods is growing. On the other hand, the increased value of 
emigrant remittances from Germany and from tourism should 
help to counteract adverse effects on the trade balance. On 
the capital account side,the cost of foreign indebtedness in 
revalued currencies (estimated at about $900 million) will 
rise; however, elbow room achieved by $94 million in long 
term loans acquired in 1971 and early 1972 will alleviate the 
debt service burden, now at a respectable 14 percent of exports 
and net invisible earnings. 


* Definition includes IMF gold quota, but excludes Greek 
Special Fund in gold and IMF credit tranche. 
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3. Price Stability Threatened by Inflationary Pressures 


There were serious inflationary pressures evident in 
the economy as Greece entered 1972. These included general 
wage and salary increases, higher import costs, increased 
government spending, and steadily rising liquidity. Inflows 
of foreign capital, foreign currency borrowing, and a 22 per- 
cent increase in outstanding bank credits to the private 
sector contributed, in 1971, to a 14 percent rise in the money 
supply; including savings deposits, which can be withdrawn on 
demand; the money supply increased 21 percent over the pre- 
vious year. 


Nevertheless, in 1971, Greece enjoyed relative price 
stability. The Consumer Price Index rose 3 percent over the 
previous year, and the Wholesale Price Index was up 3.5 per- 
cent. Governmental control over price increases was the 
single most important factor in the low inflation level, and 
this authority has been extended through 1972. However, 
during the first quarter of 1972 there have been significant 
increases in consumer prices for such important items as bus 
fares and potatoes, while a shortage of beef and veal has 
forced prices above official ceilings. These rises have not 
yet been reflected in the Consumer Price Index, but the 
Wholesale Price Index for the period February 1971 to Febru- 
ary 1972 shows an unprecedented upward movement of 5.7 percent. 


B. IMPLICATIONS FOR THE UNITED STATES 


l. U.S. Sales Up But Payments Deficit Widens 


U.S. exports to and imports from Greece each rose 
about 23 percent in 1971, reflecting a resumption of normal 
bilateral trade from the low 1970 levels. U.S. sales to 
Greece totaled $135.4 million with machinery and transport 
equipment as the most important export category. The U.S. 
share of total Greek imports rose from 7.1 percent in 1970 
to 7.8 percent in 1971. 


While the United States ran a sizeable trade surplus 
with Greece, the U.S. current account deficit widened due to 
the 37 percent increase in net invisible payments, which 
totaled $460 million in 1971. About 52 percent of Greece's 
total invisible earnings came from U.S. sources, which pro- 
vided 35.8 percent of emigrant remittances, 35 percent of 
shipping earnings, and 54.2 percent of tourist receipts. 
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The overall payments deficit, including capital flows (also 
including U.S. and Eurodollar inflows from Greek shipowners 
and other non-U.S. nationals) probably topped $500 million 
during 1971 and provides a major basis for increasing U.S. 
exports. 


2. Vigorous Efforts Can Yield Greater U.S, Exports 


The U.S. Government and business community can do 
much to help us export to Greece, but effective competition 
in Greece will require energetic salesmanship and a competi- 
tive product. The EEC countries have a natural advantage as 
phased reductions in duties between EEC and Greece continue. 
Of prime importance to U.S. interests is the availability of 
longer term financing and more liberal use of supplier cre- 
dits. For example, as of December 31, 1971, only 7.5 percent 
of Greece's outstanding supplier credits were provided by the 
United States, as compared with 26.2 percent by West Germany, 
13.7 by France, 11.4 by Italy, and 10.3 by the United Kingdom. 
The high quality of most U.S. equipment is established, but 
European and Japanese production quality has improved and the 
payment and delivery terms they offer tend to appeal to the 
Greek Government which, in addition to quality, must also 
consider debt service obligations. 


The Embassy is strengthening its program of inter- 
cession with the Greek Government, having in mind the favorable 
balance of payments impact of the proposed U.S. investment 
or sale. The Commercial Section is targeting areas for 
penetration of U.S. goods and services and, to this end, is 
expanding contacts with key private and government buyers of 
imported equipment; furthermore, we are making every effort 
to strengthen U.S. representation at the annual Thessaloniki 
Fair. In order to bring both civilian and military compo- 
nents of the Country Team into the promotional effort, the 
Embassy has established a country team working group on trade 
promotion. 


As the only major supplier to Greece whose currency 
vis-a-vis the drachma has not been revalued, the U.S. may 
regain a competitive edge. In addition, in order to avoid 
the effect of possible future revaluations of non-dollar 
currencies, there is a preference for purchases payable in 
dollars. We would single out the following areas where 
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U.S. equipment should be competitive given the right prices 
and terms: telecommunications, irrigation and farm machinery, 
pollution and environmental control, shipbuilding, food pro- 
cessing, air conditioning, and aircraft. U.S. know-how is 
also in demand in the form of feasibility and reorganization 
studies, and engineering services. The tremendous potential 
for tourism provides ample room for U.S. talent and exportse 


There is increased potential for the sale of U.S. 
agricultural commodities. Greece's growing affluence and the 
burgeoning tourist traffic are stimulating efforts to 
increase domestic meat production. There will be far greater 
imports of U.S. baby chicks as Greece turns to its relatively 
efficient and readily expandable poultry industry for a larger 
part of its meat supply. Demand for breeding cattle, both 
beef and dairy types, is rising and the United States could 
supply a major share of the beef types and the bulls of the 
dairy breeds. Greece will continue to be a market for U.S. 
feed corn financed under three-year CCC credits, although 
requirements are expected to decline as domestic feed grain 
production increases. Sales of U.S. feed concentrates should 
remain high this year and, while sales are expected to taper 
off after Greece's first soybean crushing mill begins opera- 
tions next year, the demand for U.S. soybeans and tallow will 
rise correspondingly. Production of an American brand 
cigarette is being planned by a major Greek manufacturer and 
this will create a new market, especially for U.S. flue cured 
leaf tobacco which is not produced in Greece. 


Finally, given the substantial devaluation of the dollar 
with the deutschmark, special attention should focus on those 
capital goods, such as scientific instruments, heavy construc- 
tion, power equipment and machine tools, where Germany, Greece's 
leading importer, has in recent years dominated the Greek 
market. 


3. U,S,. Export Opportunities in Public Works Programs 


Of interest to U.S. exporters and investors are public 
projects financed with the help of the United Nations, the 
IBRD, and other agencies. IBRD has lent $25 million for deep- 
well irrigation in Thessaly, and $13.8 million for five technical 
training centers; IBRD will consider a $15 million loan appli- 
cation by the Greek Government for a new irrigation project 
in Northern Greece; IBRD also will finance a highway recon- 
naissance survey. UNDP is financing studies of the Vardar/ 
Axios and the Evros River basins, and development of water 
resources in Eastern Crete among other projects. 
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For 1972 the GOG has allocated $250 million (25 per- 
cent above 1971) for purchases through international tenders. 


The Greek Public Power Corporetion, which is usually 
responsive to complete engineering and financial packages, 
has a large-scale program for new hydro, thermal, and nuclear 
power plants. Of particular interest are a series of three 
300 MW lignite fired units, to be erected at Kardia over the 
next four years (several U.S. firms have indicated they now 
have the boiler technology to compete), and the proposed 
installation during the decade 1980-1990 of eight 600 Mw 
nuclear power plants (the first contract award expected 
during 1973). Other proposed big construction projects to 
service the greater Athens area include a new $300 million 
airport, a $250 million subway, and the $100 million Mornos 
River water supply project where local construction firms 
will require tunnel-cutting and earth-moving equipment. The 
Egnatia highway project, designed to link the east-west 
portions of Northern Greece, may lead to other equipment 
sales. Finally, ETVA, the government-controlled Hellenic 
Industrial Development Bank, is financing construction of 
“industrial estates" in Thessaloniki, Volos, and ultimately 
Patras, Kavala, and Iraklion (Crete). Work on the first two 
is going ahead, but progress is slow, and the latter three 
are still in the planning stage. 


In contracting to non-Greek firms, the GOG tends to 
favor those countries which are prepared to accept partial 
payment in ‘agricultural surpluses, such as tobacco and 
citrus fruit; however, such arrangements have been success- 
ful primarily with those countries with which Greece has 
bilateral trade agreements. 


4. Possibilities for U.S, Investments and Related Sales 


Although net investment flows under the Investment 
Law of 1953 have been somewhat lower recently than in years 
past, Greece continues to offer a growing potential market 
for American investment, which, at about $250 million, repre- 
sents nearly half of total foreign investment under the 1953 
law. Greece also provides a potential gateway for investors 
aiming to profit from Greece's associate membership in the 
EEC. In addition, 577 firms (453 shipping, 124 commercial- 
industrial; 55 of them U.S.) operate under Laws 89 and 378 
which grant tax exempt status to regional supervisory offices. 
Other less tangible advantages to locating in Greece are 
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geographical--Greece's proximity to Africa and the Near East, 
and access to markets further east should the Suez Canal 
eventually reopen--and psychological, because most Greeks 

are responsive to Americans and American ideas, almost all 

of them seem to have relatives in the United States, and many 
still remember the positive role of massive U.S. aid in the 
post-World War II period. 


In 1971 the Greek Government authorized $102 million 
in new foreign investment, $13.6 million from U.S. sources. 
Many authorized projects fail to materialize. In addition 
to a third refinery or an expansion of existing refineries, 
and an aluminum smelter, both holdovers from the defunct 
GOG-Onassis agreement which are now being treated as sepa- 
rate projects, other pending projects are: the $200 million 
Niarchos project (including a lube oil refinery and possibly 
a steel mill, a dead burnt magnesite plant, and a refractory 
materials or magnesium metal plant); an additional alumina 
plant utilizing extensive Greek bauxite reserves; and a pro- 
posed $160 million petrochemical complex by Greek shipowner 
Vardinoyiannis. A number of U.S. firms are becoming 
increasingly involved in food processing, partly to meet 
Greek requirements but especially to maintain and expand 
their sales in the Common Market. Examples include canning 
of cling peaches, tomato paste, baby food, and parboiled 
rice. 
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markets for their products. Helpful when entering new markets or review- 
ing current ones. Put the world’s best marketing service to work for you. 





Return 
this coupon 
today 








i Mail to: Superintendent of Documents 


Government Printing Office 
Washington, D.C: 20402 


Start my new subscription to OVERSEAS BUSINESS REPORTS. 


C1.50: Enclosed 


Name 
Address 
Cc 


ity, State, ZIP 


. Send check, money order, Supt. 
Docs. Coupons, Charge Deposit Account No. 


(1 Annual Subscription, $16 (1) Foreign mailing, $5 extra 


For Use of Supt- Docs 


. 





#U.S. GOVERNMENT PRINTING OFFICE: 1972—481-592/112 






ee | 





